Capital Summary

CAPITAL SUMMARY

To be eligible for capital improvements funding (i.e., from issuance of debt), an
asset must have a useful life of at least five years and be considered non-
operational. Some examples of capital improvements projects include the
purchase of major equipment items, street lighting, street improvements, land
acquisition for recreational needs, building construction, and facility rehabilitation.

Both national rating agencies, Standard & Poor’s Corporation and Moody’s
Investors Service, give Columbus their highest long-term credit rating — AAA and
Aaa, respectively. These ratings allow Columbus to realize interest savings when
issuing debt because investors are confident of timely repayment.

Voted debt typically carries lower interest expense than non-voted debt.
Moreover, because it is good public policy to solicit voter input and participation
in the capital prioritization process, the city typically requests voter approval of
bond packages. The most recent package was on the ballot in November 1999.
Voters approved the issuance of $590.8 million, generally intended to
accommodate planned improvements through 2003.

This package provided voted authority for Safety, Engineering and Construction,
Traffic Engineering, Refuse Collection, Electricity, Storm, Health, Water, and
Recreation and Parks capital projects. Because at that time 1991 voted authority
still existed for sanitary capital projects and because the city continues to
participate in a state EPA funding program, new voted authority for these
improvements was excluded from the 1999 ballot.

The capital improvements program (CIP) provides approximately $1.7 billion in
funding for various capital improvements in the 2003-2008 period. Of this
amount, $421 million will be supported by the special income tax fund (SIT). The
SIT fund is used primarily to support non-enterprise debt. Respective system
revenues service debt issued for water, electricity, sanitary sewer and storm
sewer improvements. In contrast to the other enterprise agencies, however, SIT
subsidies will continue for the Division of Electricity to cover deficits in projected
electric revenues.

Another $138.4 million of projects are scheduled in this period, but the funding
source for these projects is labeled “to be identified”. Normally, these projects
would have a funding source identified, but current financial constraints do not
allow for this at the present time. It is expected that the financial capacity to do
these projects will be available when required. Projects that have a funding
source identified are not intended to have a higher priority than those projects
without an identified funding source.
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At the time of printing of this document, the city is conducting a planned
November 19, 2002 bond sale for divisions to provide funds to replace previously
committed obligations and institute new capital projects. Projects scheduled for
2003 will be funded by a bond sale that will occur in 2003. The sale date will be
determined at a later date.

The proposed CIP incorporates several key assumptions. The Division of
Electricity intends to illuminate all city streets by the year 2020. The CIP
assumes that electricity revenues will support street lighting, operation,
maintenance and debt service costs to the extent possible, but this is dependent
upon the division’s financial stability. The CIP also includes ongoing funding for
mechanized refuse collection equipment.

Included with the proposed CIP are maps illustrating the probable locations of the
various projects in the CIP. These maps, which were developed by the
Department of Development, reflect the best estimates of time, cost, and location
of these projects, as outlined by the departments and divisions responsible for
these improvements. These maps present those projects that are neighborhood-
focused. For that reason, only a portion of the CIP has been presented
geographically, as many projects included within the CIP are either citywide in
nature, or represent operational or physical plant improvements that are not
relevant to a specific neighborhood.

An updated analysis of the income tax fund and a listing of all projects funded in
the capital improvements program and respective funding sources, follow. This
document includes funding through 2008 for all city divisions with scheduled
projects.
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INCOME TAX ANALYSIS

The City deposits one-fourth of the City of Columbus' two percent income tax to
the income tax fund to service debt, primarily for non-enterprise agencies.
In 2003, income tax deposits are projected at nearly $109.7 million, 2.0 percent
greater than projected 2002 deposits. Non-enterprise agencies primarily
represent operations funded by the general fund that do not have separate
revenue sources. Non-enterprise projects include construction and improvements
of expressways, parks, fire stations and equipment, police facilities, and streets
and traffic control. In addition, the income tax fund services debt on the Capitol
South redevelopment project and the Municipal Court building through annual
lease payments. The income tax analysis also includes some debt service
associated with storm sewers, primarily those projects authorized in the 1991
voted bond package, which totaled $25 million. All other debt service for storm
sewers is paid from the storm maintenance fund. Tipping fees for solid waste
disposal are budgeted at $10.9 million in 2003. It is preferable that this expense
be borne by the general fund. However, at present due to fiscal constraints it is
not included in the ten-year general fund pro forma operating statement.

In 1999, the Solid Waste Authority of Central Ohio (SWACO) instituted a $7
retired facility fee on all refuse generated in Franklin County. The revenue,
dedicated to retire debt on the closed power plant, comes to the City pursuant to
a financial agreement between the City and SWACO. The income tax analysis
includes this payment, which approximates $5 million annually.

Capital projects for non-enterprise agencies are financed either through voted
bond packages or through councilmanic (unvoted) debt. Voter approval provides
the city with the ability to levy an ad valorem property tax to service the debt.
While the city solicits voter approval from time to time, it does not intend to
exercise its taxing authority for this purpose; however, its ability to do so gives
investors assurance that their investments in the city are secure.

Income tax growth is the most important determinant of the city's capacity to
issue additional debt. Table One shows the projected debt service requirements
from the income tax fund for 2002 to 2011. An explanation of each column
follows the table.

Table Two and Figures One and Two provide a summary of the CIP by division
and funding source. Figure Two highlights the amount of councilmanic projects in
the CIP; the associated debt service will be supported by the special income tax
fund.
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Coverage Factor:

The SIT fund's available capacity for new debt and its ability to service existing
debt are expressed as its coverage factor. Coverage, depicted in the “coverage
columns,” is a ratio of revenue to expenditures and provides a minimum level at
which a fund balance should be maintained for contingency purposes. Coverage
levels are goals, not absolute minimum levels of acceptance. "Current year
coverage" shows the degree to which current revenues will meet current
expenditures. "Total coverage" is similar, but also includes the prior year-end
fund balance as revenue. At present, the targeted level is to maintain 50 percent
surplus capacity (a 1.5 total coverage factor). This ratio was recently increased
from a 1.3 total coverage ratio, due to financial conditions. As financial conditions
improve, this ratio could be lower, which would generate additional bonding
capacity. This would allow for some of the projects with the funding source
labeled as “to be identified” to be replaced with either a voted or councilmanic
funding source.

The administration intends to review the capital improvements plan at year-end.
Provided it identifies additional capacity for new debt, based on higher income
tax collections for 2002, it will likely recommend to City Council additional
funding, either for currently scheduled projects needing increased support, or for
new projects considered of highest priority that are currently not in the plan.
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